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INTRODUCTORY STATEMEN' 


This Summary of Legislation Considered by the Committee o1 
Banking and Currency during the 88d Congress has been prepared 
for the use of the \lembers of thi Llousse asa rene ( ( d brief 
digest of committee legislation 

The subject matter is presented by the session of the Congress in 
which committee and House action occurred, and is grouped undet 
appropriate headings and subheadings. The bill number, the numbet 
of the House report, meluding conference reports, the public law 


] ) 


President, Is 


number, tovethe! with the date of approval by the 
shown for each measure 

If more detailed information is desired with respect to any legis 
lation, inquiries can be made to the committee staff in room 1301, 
New House Office Building 


JESSI P WoLcort (Chairman 
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SUMMARY OF LEGISLATION CONSIDERED BY THE HOUSE 
COMMITTEE ON BANKING AND CURRENCY, 83D CONGRESS 


FIRST SESSION 


HOUSING 
Hlousing Amendments of 1958 
(Public Law 94, H. Repts. Nos. 653 and 692) 
H. R. 5667 


The Housing Amendments of 1953, approved June 30, 1953, contain 
provisions increasing the FHA insurance authorization by $1 billion, 
extending for 1 vear the so-called Wherry Act providing rental ac- 
commodations for military and atomic energy personnel, extending 
the programs for community facilities and services assistance in 
critical defense housing areas as well as continuing title IX of the 
National Housing Act which provides a liberal form of FHA insurance 
to assist the provision of privately constructed housing in critical 
defense areas, formally dissolved the Home Owners’ Loan Corporation, 
authorized the Federal National Mortgage Association to make com- 
mitments to purchase FHA section 213 housing cooperative mortgage 
loans which had FHA commitments or statements of eligibility dated 
prior to September 1, 1953. 

This act also provided for the so-called FNMA 1-for-1 program 
which authorized FNMA to contract with buyers of FNMA mort- 
gages to repurchase from such buyers eligible mortgages up to equiva- 
lent dollar amount. Purchase contracts could not exceed $500 
million and had to be entered into prior to June 30, 1954. This pro- 
gram assisted in putting the FNMA portfolio on a revolving basis and 
at the same time provided a basis for the future commitment of new 
construction and thus aided in stabilizing both the building and 
mortgage market during the relatively tight mortgage market of 
1953. The act also rescinded the VA regulation of May 18 pertaining 
to allowable discounts on GI mortgage loans in order to remove im- 
pediments to the flow of mortgage capital into the many areas of the 
country which must rely on outside sources of capital to finance their 
home-building programs. The FNMA is also permitted to use ap- 
proximately $200 million of funds previously earmarked for defense 
and disaster housing programs for its overall mortgage operations. 

In addition to many technical amendments made to bring up to 
date the operative provisions of the National Housing Act, the act 
also gives the President authority to lower downpayments on all 
FHA assisted new construction to 5 percent and increase the mortgage 
maturity to 30 years in all cases where the mortgage does not exceed 
$12,000. This authority is superseded by the Housing Act of 1954. 
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FHA title [ Alteration, Re pair and Impro ement Insurance Program 
(Public Law 5, H. Rept. No. 78) 
House 


Joint Resolution 160 






































This joint resolution, approved March 10, 1953, provided for an 
increase of $500 million in the FHA title I alteration, repair, and 
improvement insurance program. Under this program homeowners 
are able to finance repairs, additions, and alterations to their homes 
at a reasonable cost. The title I insurance program is assisting a very 
large volume of home repairs and improvements and has played 
most important part in the maintenance of our existing home inven- 
tory. 

The joint resolution also directed the repayment to the Treasury 
of approximately $8.33 million, which amount had been previously 
advanced by the Treasury to the FHA for this program 


Preference s for Korean Veterans 
(Public Law 98, H. Rept. No. 627 
S. 1376 


This act, approved June 30, 1953, extended to all Korean veterans 
the veterans housing preference with respect to Lanham Act housing, 
the Bankhead-Jones Farm Tenant Act and the housing provisions 
of title V of the Housing Act of 1949. 


Preferences for Former Owners of Certain Dwellings Being Sold Under 
Lanham Act 


(Public Law 305, H. Rept. No. 973) 
H. R. 6130 


This act, approved March 10, 1954, authorizes a preference to 
former owners of dwellings acquired by the United States for war 
and defense housing purposes in connection with the disposal of such 
property by the United States under the provisions of the Lanham 
Act. In a very few instances land acquired by the United States for 
defense-housing programs during World War II contained some 
existing houses. The Government is now engaged in a program of 
disposition of these properties. This act authorizes a first preference 
to the prior owners of houses located on such property. 


RENT CONTROL 
Housing and Rent Act of 1953 
(Public Law 23, H. Rept. No. 275) 
H. R. 4507 
This act, approved April 30, 1953, provided for the termination of 


Federal rent control on July 31, 1953, except in those critical defense 
housing areas which the President determines continue to meet the 
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criteria for the designation of an area as a critical defense housing area 
for rent control purposes. The act provided for the liquidation of the 
Office of Rent Stabilization and required the President to designate 
some other agency of Government to administer rent control in those 
critical areas in which such control was continued beyond July 31 
1953. . . 

Twenty-four areas were certified as critical defense housing areas in 
which rent control was needed beyond July 31, 1953. The authority 
to exercise Federal rent controls in critical defense areas terminated 
on April 30, 1954, and there no longer exists authority for Federal 
rent controls which were originally provided for in the Emergency 
Price Control Act of 1942 


’ 


ECONOMIC 
Defi nse Production Act Amendments of 1953 
(Public Law 95, H. Repts. Nos. 516, 571, and 694) 
S. 1081 


The Defense Production Act Amendments of 1953, approved June 
30, 1953, made extensive amendments to the provisions of the Defense 
Production Act of 1950. It continued for 2 years the allocation and 
priorities authority, and the defense production assistance authority 
contained in titles I and III, respectively. It terminated (1) the 
authority to impose import controls on fats and oils in view of the 
Presidential proclamation under section 22 of the Agricultural Adjust- 
ment Act of 1933, (2) the authority to requisition and condemn prop- 
erty for national-defense purposes, (3) the authority to impose wage, 
salary, and price controls, and (4) the authority to impose consumer 
credit and real estate construction credit controls. It also extended 
the life of the Small Defense Plants Administration for 1 month 
pending legislative action upon the measure to create the Small 
Business Administration, and further provided that metals, minerals, 
and materials acquired under the Defense Producuion Act which are 
in excess to the needs of defense programs shall be transferred to the 
national stockpile. The allocation and priorities authority, and the 
assistance for increasing national production and supply are continued 
for the purpose of assuring continued flow of the necessary materials 
to the defense-production program. The authorities terminated are 
not now needed for the defense effort. 


Small Business Act of 19538—RFC Liquidation Aet 
(Public Law 163, H. Repts. Nos. 494 and 943) 
H. R. 5141 


This act, approved July 30, 1953, provides for the creation of the 
Small Business Administration and the liquidation of the RFC. The 
Small Business Administration headed by an Administrator, and three 
deputy administrators, appointed by the President by and with the 
advice and consent of the Senate, was created to serve the needs of 
small business in war as well as peacetime. Recognizing the im- 
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portant basic role of small business in our economy, this new inde 
pe ndent agenev is empowe red to prov ide manv forms of assistance to 


small-business concerns, including financial assistance, management 
aids, and Government procurement contract help Loans to anv one 
borrower are not to exeeed $150.000 In addition the ageneVv 1s 


authorized to make disaster loans to the victims of floods and othe 
catastrophes from an authorized revolving fund of $25 million 

Kor carrving out the funetions of the Small Business Admuiunistra- 
tion, appropriations were authorized as follows: (1) $150 million for 
providing financial assistance to small-business concerns through 
direct loans or participation in loans with private lending institutions, 
(2) $100 million to permit the ageney to enter into contracts with 
Government procurement agencies and subcontract such contracts to 
small-business concerns, and (3) $25 million for the disaster-loan pro 
gram. Financial assistance granted by the ageney will be carried out 
pursuant to gene ral poli les established by 2 Loan Polies Board con 

sting of the Administrator of the Small Business Administration, as 
chairman and the See retaries of Treasury and Commerce 01 their 
des (NCES 

The new agency is authorized to provide technical and managerial 
aids to small-business concerns, by advising and counseling on matters 
in connection with Government procurement and on policies, prin- 
ciples, and practices of good management, including cost accounting, 
methods of financing, business insurance, accident control, wage in- 
centives and methods engineering, by cooperating and advising with 
voluntary business, professional, educational and other nonprofit 
organizations, associations, and institutions and with other Federal 
and State agencies, by maintaining a clearinghouse for information 
concerning the managing, financing, and operation of small-business 
enterprises 


Reconstruction Finance Corporation Liquidatior Act 


This act provides for the termination of the lending powers and the 
liquidation of the affairs of the Reconstruction Finance Corporation 
under the RFC Act, and the transfer of certain functions, powers, and 
duties of the RFC under other laws. The RFC’s lending authority 
will terminate September 28, 1953, and it will have suecession for 
liquidation purposes until June 30, 1954, at which time the Secretary 
of the Treasury will become the liquidator of the Corporation’s affairs. 

The functions of the RFC with respect to the Federal Civil Defense 
Act of 1950 were transferred to the Secretary of the Treasury, and the 
functions of the RFC under (1) the Rubber Act of 1948, (2) the Abaca 
Production Act of 1950, and (3) Public Law 125, 80th Congress (the 
tin program) are to be transferred by the President to some other officer 
or agency of the Government prior to June 30, 1954 (By Executive 
Order No. 10539, June 24,1954, the President transferred to the Federal 
Facilities Corporation the rubber and tin programs, and to the Gen- 
eral Services Administration the abaca program.) In addition the 
functions of the RFC with respect to defense loans under title LIT of 
the Defense Production Act of 1950 are to be transferred to some other 
agency or officer of the Government by the President prior to Septem- 
ber 29, 1953. (Executive Order No. 10489, September 29, 1953, 
transferred these loan functions to the Secretary of the Treasury.) 
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The act also provides authority for the making of loans to States 
and municipalities for public projects where financing is not otherwise 
available upon reasonable terms. Appropriations to a revolving fund 
of $25 million are authorized for this purpose, and the program Is to be 
administered by such officer or agency of the Government as the Presi- 
dent designates. This authority for municipal loans will expire 


on June 30, 1955 (See Housing Act of 1954 which amended this 
provision. ) 


Techn eal Ame } dme nt to Small Busir ENS Act Oo; 1953 
(H. Rept. No. 1048 
H. R. 6648 


This bill would authorize the Small Business Administration to em- 
ploy qualified key personnel at grades 16, 17, and 18 of the general 
schedule with the approval of the Civil Service Commission, and would 
also permit consultants employed by the agency to be exempted from 
the conflict-of-interest statutes. Both of these authorities were con- 
tained in the Defense Production Act of 1950 and were applicable to 
the Small Defense Plants Administration, and this measure would 
simply make the same provisions applicable to the new agency. The 
bill was not acted upon by the Senate. 


BANKING, CREDIT, AND FINANCE 
E’rport-Im port Bank Insurance Authorit 


Public Law 30, H. Rept. No. 320 


H. R. 4465 


This act, approved May 21, 1953, amended the Export-Import 
Bank Act of 1945 to permit the Export-Imy ort Bank to issue a 
limited form of war risk and expropriation insurance so as to encour- 
age United States lending institutions in the temporary financing of 
goods exported from the United States and located in a friendly 
foreign country. The purpose of the legislation is to encourage the 
exportation of American materials and commodities by providing a 
form of insurance, not available from private sources, which would 
make it more possible for American exporters to offer United States 
goods in competition with those from sources outside the United 
States. The need for the insurance arises because of the inability of 
American exporters, particularly of such commodities as cotton, to 
arrange United States commercial bank financing for their sales 
abroad, without the risks of war and expropriation being covered 
insurance. 

This act authorizes the Export-Import Bank to issue war risk and 
expropriation insurance on goods and commodities of United States 
origin and ownership which are commercially exported from the 
United States and located in any friendly foreign nation. The insur- 
ance would be written to cover loss or damage to such goods resulting 
from so-called war risks or from official expropriatory action by foreign 
governments occurring while the American exporter still owns the 
goods or is retaining a security interest in them after their arrival 
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abroad. These war risks would include hostile or warlike action 
arising trom eivil war or! volutionary activity w ithin frie nally forelgn 
nations as well as militarv hostilities between the countrv in which the 
woods are located and another natior This insurance would in no 
wav shield businessmen from the normal risks of business nor would 
it in any sense insure profits or prices he risks insured against 
would only cover war and expropriation ri ks. and the amount of the 
insurance that could be outstat ding at any one time could not eC ceed 
S100 million 


This act, approved August 15, 1953, amends section 24 of the 
Federal Reserve Act to authorize national banks to make first mort- 
gage loans on timber tracts. Section 24 which authorizes national 
banks generally to make first morte » loans on improved real estate 
has been interpreted to exclude Speatiials loans on timber tracts 
because such were held not to be —- real estate 

Under this act, such loans could only be made if they are secured by 
first liens on forest tracts which are prope oh managed in all respects. 
The bank would have to take the entire amount of the loan itself, and 
the amount of any such loan could not exceed 40 percent of the ap- 
praised value of the econon ically marketable timber offered as secu- 
rity. The term of the loan could not exceed 2 vears unless the loan is 
secured by an amortized mortgage, or similar instrument, under 
whose terms the installment payments are sufficient to amortize the 
principal at a rate of at least 10 percent per annum; in which case the 
loan term could be 10 vears. 

It is hoped that this legislation, which of course is entirely permissive 
as far as the banks are concerned, will result in better conservation 
practices by preventing the necessity for the premature cutting of 
timber since the credit obtained would enable the owner to tide over 
in time of stress, and such credit will also enable owners to conduct 
the practice of thinning which takes out the trees that are suitable for 
removal and leaves the others for increased growth. 


Federal Reserve Branch Bank Buildings 
(Public Law 45, H. Rept. No. 350) 
H. R. 4605 


This act, approved May 20, 1953, authorizes the Federal Reserve 
banks to use from their own funds $20 million for the construction of 
branch bank buildings. Additional space is now required at many 
branches to handle the increased volume of business which the 
Reserve banks handle. Most of the Federal Reserve bank branch 
buildings were built or acquired over 25 years ago, and since that time 
the volume of business has incre a particularly in the handling of 
currency and coins and the collection of checks. Money in circulation, 
around $30 billion, practically all of which flows through the Federal 
Reserve banks and branches, is more than three times what it was 
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before World War Il. Since 1940, the number of coins received and 
counted by the branches has more than tripled, and the number of 
pieces of paper currency received and counted also has more than 
tripled. The legislation will provide for the construction of 6 new 
buildings and major additions to 10 existing buildings so that the 
increased workload can be adequately handled 


National Bank Shareholders List 
(Public Law 28, H. Rept. No. 259 


H. R. 4004 


> 


This act, approved Mav 18, 1953, changes the method of making 
available to the Comptroller of the Currency the lists of shareholders 
of national banks, and provides for the termination of double liability 
on the stock of the 25 national banks which still had double lability 
at the time of passage of this act. Formerly, national banks were 
required to file with the Comptroller ol the Curreney on the first 
Monday of July of each year a list of their shareholders. In view of 
the present limited usefulness of such lists and the fact that the infor- 
mation Is readily available to national bank examiners under the 
supervision of the Comptroller, and to effect savings both to the banks 
and the Comptroller’s office, this act requires such lists to be made 
available to the Comptroller within 10 days of demand therefor, 
rather than on the former annual basis. 

In addition, the act provides that the Comptroller of the Currency 
shall cause to be published the local notice of the prospective termi- 
nation of double liability on national bank stock with respect to those 
25 national banks which had not, prior to May 18, 1953, caused such 
notice to be published. Six months after the date of such publication 
by the Comptroller, the double liability will terminate. Thus, these 
25 national banks would be placed in the same position as the other 
4,891 national banks which do not have double liability on bank stock 
Since all national banks are insured by the FDIC, and 10 percent 
of annual net earnings must be allocated to surplus until the surplus 
account equals the outstanding capital stock account, depositors are 
amply protected, and the double liability feature in these remaining 
few banks should be eliminated. 


COMMODITIES 
International Wheat Agreement 
(Public Law 180, H. Rept. No. 893 
Senate Joint Resolution 97 


The United States signed the agreement revising and renewing the 
International Wheat Agreement of 1949, it was ratified by the Senate, 
and this act, approved August 1, 1953, merely amends the implement- 
ing legislation (the International Wheat Agreement Act of 1949) 
under which the United States, acting through the Commodity Credit 
Corporation, exercises its rights, obtains the benefits, and fulfills its 
obligations under the agreement. ‘The International Wheat Agree- 
ment of 1949 which expired July 31, 1953, and the new agreement 
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which expires July 31, 1956, is a mechanism whereby the principal 
wheat exporting countries agree to sell a stated quantity of wheat 
at a certain price, and the importing countries agree to purchase a 
stated quantity of wheat at a certain price, thus guaranteeing to both 
exporting and importing countries a market for wheat. The new 
agreement was signed by 15 countries. 4 of which are exporters, 
including the United States 


Public Law 62, H Rept No. 335 
H. R. 4882 


This act, approved June 16, 1953, extended for 3 years the Kxport 
Control Act of 1949 which authorizes the regulation of exports only 
to the extent necessary | to protect the domestic economy from 
excessive drain of scarce commodities, (2) to safeguard the national 
security insofar as it might be adversely affected by exports of strategie 


commodities, and (3) to further our foreign | olicy Following World 
War II emphasis with respect to export controls was placed upon 
supply considerations. Then, as production overcame most supply 


shortages, emphasis was shifted from supply to national security 
considerations and in that period It Was possible to substantially 
reduce the number of items under export control. The outbreak of 
hostilities in Korea, of course, brought security considerations to the 
forefront as well as the supply of strategic materials, and supply 
generally. It is expected that for some time it will be necessary to 
continue to exercise export controls on a rather broad basis for national 
security reasons. 
MISCELLANEOUS 


Louisiana Commemorative Coin 
(H Rept. No. 154 
H. R. 1917 


This bill would have authorized the coinage of not to exceed 2% 
million silver 50-cent pieces to commemorate the 150th anniversary 
of the Louisiana Purchase. The bill was vetoed by the President 
on February 15, 1954 
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( em per sati nm to RE DD puty Adn slrator 


Public Law 149, H. Rept. No. 954 


| 
». 2104 

This act, approved Aucust S$. 1955, authorized the payment of 
compensation to Mr. Clarence A. Beutel for his services as Deputy 
Administrator of the Reconstruction Finance Corporation for the 
period September 10, 1952, through June 1, 1953. Such payment 
appeared to be barred by the provisions of section 1761 of the Revised 
Statutes which prohibits money to be paid from the Treasury to any 
person appointed during the recess of the Senate to fill a vac aneyv m 
any existing office, if the vacancy existed while the Senate was in 
session and Was by law required to be fille al with the advice and consent 
of the Senate, until such person 1s confirmed by the Senate Mar 
Beutel was appointed during such a recess, his nomination was sent 
to the senate during the next session of the Congress, but the Senate 
never acted upon it, although it had more than ample opportunity 
to do so. The President withdrew the nomination on May 21, 1953, 
and Mr. Beutel served through June 1, 1953. In view of these cir- 
cumstances, and the fact that the heads of the avencies concerned 
recommended enactment of this act, it was deemed proper that the 
compensation earned should be paid. 








ee 








SECOND SESSION 


HOUSING 
The Housing Act of 1954 


(Public Law 560, H. Repts. Nos. 1429 and 227 
H. R. 7839 


The Housing Act of 1954, approved August 2, 1954, contains many 
revisions of and makes important additions to Federal laws designed 
to assist housing construction and the improvement of our existing 
housing supply. In the provisions made substantial emphasis has 
been placed on rehabilitation and conservation of our existing housing 
supply. 

FHA TITLE I 


FHA title I provides a system of msurance for home repair and 
modernization loans. Under this program more than 6 million home- 
repair loans have been made. While the program has done a tremen- 
dous amount of good, unfortunately certain abuses have arisen 
Provisions in the Housing Act of 1954 seek to prevent recurrence 
of such abuses. Important among these provisions is one whieh 
requires the lender to become coinsurer to -_ extent of 10 percent of 
the loss suffered on anv individual loat Previously a lender in 
effect was covered by 100 percent insurance cael ‘ss he experienced very 
excessive loss ratio on his title I loan portfolio. Other provisions of 
law added by the Housing Act of 1954 require that the repairs or 
improvements made with the loan proceeds contribute to the basic 
livability of the property, prevent multiple loans on the same property 
exceeding in the aggregate the statutory dollar limitation, and pre- 
vent proceeds of a title I loan from being issued to finance the down 
payment requirement in connection with the purchase of a new house 
The agency through regulations has taken several steps to tighten up 
on loan procedures to prevent recurrence of abuses and these may be 
adjusted from time to time to prevent other abuses should they arise 


FHA TITLE II 


FHA title I] is the title which contains the permanent FHA mort- 
gage insurance programs for sales housing, multifamily rental housing, 
and cooperative housing and it is under this title the greater part of 
FHA activity occurs. Under the terms of the Housing Act of 1954 
a new formula for the insurance of mortgages on sales housing is pro- 
vided which greatly simplifies the existing: provisions of law and 
lessens the distinction between new and old houses which has been 
made in the granting of FHA loan insurance. 


11 
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The new formula provides as follows: 

(1) New housing —-mortgage can be insured at 95 percent of the 
first $9,000 value plus 75 percent of the value in excess of $9,000. 

(2) Existing housing mortgage can be insured at 90 percent 
of first $9,000 value plus 75 percent of the value in excess of 
$9,000. 

(3) The President is granted flexible authority to increase the 
$9,000 figure up to $10,000 (for both new and old houses) and thus 
further liberalize mortgage credit terms if after considering con- 
ditions in the building industry and the national economy he 
determines such action would be in the public interest. 

(4) Maximum mortgages —the maximum mortgage for both 
new and existing housing is $20,000 in the case of 1- and 2-famils 
units, $27,500 in the case of 3-family units, and $35,000 in the 
case of 4-family units. 

(5) Mortgage terms—the maximum term of the mortgage can 
be 30 vears or three-fourths of the remaining economic life of 
the housing unit whichever is less. 

(6) Former section 8 (insurance of housing in outlying areas) 
the former section 8, title I, insurance program is made a part of 
the FHA section 203 program with the following changes: 

(a) The loan to value insurance ratio is retained at 95 per- 
cent but the maximum mortgage may be $6,650 in lieu of the 
former limit of $5,700. 

(6) Provision is made so that a guarantor may assist the 
occupant in meeting his downpayment and amortization 
requirements. 

(c) This program is made available for the construction of 
farm houses on a plot of five or more acres adjacent to a public 
highway. 

Section 207 multifamily rental insurance program is amended to 
provide for increase in the insurance coverage on a per room basis to 
compensate for the higher cost incidental to the construction of eleva- 
tor-type structures of sound standards of construction and design. 
Kor such buildings the per room limitation could be $2,400. How- 
ever, if the number of rooms in such project is less than four per family 
unit, a lower limitation of $7,500 per family unit would apply. 


SECTION 2138, COOPERATIVE HOUSING INSURANCE 


The following changes were made in this program: 

1) The maximum dollar mortgage can be increased from $5 million 
to $25 million where the mortgagor is regulated or supervised under 
Federal or State laws or by political subdivisions of States or agencies 
thereof as to rents, charges, and methods of operation. 

(2) The per room dollar maximum. is increased from $1,800 to $2,250 
except in the case of elevator-type structures the limitation may be 
further increased to not to exceed $2,700 per room. In the case of 
cooperatives consisting of 65 percent or more veterans, the per room 
maximum is increased from $1,900 to $2,375, and to $2,850 for eleva- 
tor-type structures 

3) The basis for FHA insurance is changed from replacement cost 
to “estimated value” to make it conform to other FHA underwriting 
procedures. 
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REHABILITATION AND NEIGHBORHOOD CONSERVATION HOUSING- 
INSURANCE PROGRAM 


The act provides for two new FHA insurance programs through the 
addition of new sections 220 and 221 to the National Housing Act. 
The new section 220 insuring authority would provide a mortgage 
insurance program to assist in the rehabilitation of existing dwellings 
and the construc tion of new dwellings in urban renewal areas. The 
new section 221 insuring authority w ould provide a mortgage insurance 
program to cover suitable housing for the relocation of people displaced 
as a result of Governmental action in a community which has a work- 
able program for dealing effectively with slums and blight, including 
the prevention of the de ‘velopme nt and spread of slums and blight as 
well as the elimination thereof. 

FHA section 220 insurance.—Under the new section 220 insurance 
program the Housing and Hess Finance Administrator is required 
to find (1) that the governing body of the locality has approved a re- 
development or renewal plan, (2) that such plan conforms to the 
general plan for the development of the locality as a whole, and (3) 
that necessary legal authority and financial capacity exists to carry 
out such plan. (These are findings which the Administrator must make 
in connection with slum clearance and urban redevelopment or 
renewal programs under assistance afforded by the Housing Act of 
1949 as amended.) When the Housing and Home Finance Admin- 
istrator has made these findings he may so certify to the Federal 
Housing Commissioner and the new FHA section 220 insurance can 
then be made available in the area of the slum clearance or urban 
renewal or redevelopment project. In general, sales housing under the 
new FHA section 220 insurance program has the same terms as pro- 
vided for sales housing insurance under FHA section 203. With 
respect to rental housing the insurance provisions are more liberal 
than those contained in the regular FHA section 207 rental-insurance 
program. Under the section 220 program insurance up to 90 percent 
of the estimated value may be granted on a large scale rental project 
(under sec. 207 the general limitation is 80 percent). In addition 
the section 220 rental housing insurance program contains an esca- 
lator provision under which the mortgage limitation may be increased 
by not to exceed $1,000 per room in any geographical area where the 
FHA Commissioner finds that cost levels so require. 

FHA section 221 insurance.—This new insurance program is de- 
signed to assist in relocating families to be displaced as a result of 
governmental action in a community in which there is a slum-clearance 
or redevelopment projec t receiving Federal assistance or a workable 
program exists for the elimination and prevention of slums and blight. 
This program is only available in those eligible communities which 
request it. The total number of section 221 units to be programed 
cannot exceed the number which the Housing and Home Finance 
Administrator estimates to be needed for the relocation of families 
displaced in the community. 

The maximum insured mortgage would wl $7,600 which amount 
could be increased up to $8,600 in high cost areas. The downpayment 
requirement is 5 percent and the program covers both the construction 
of new houses and the repair and rehabilitation of existing housing 
units. Maturities on section 221 mortgages can be for a period of 
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30 years or three-fourths of the remaining economic life of the building 
improvements, whichever is less. 


MORTGAGE INSURANCE FOR SERVICEMEN 


The new Housing Act adds a new FHA section 222 designed to aid 
in the provision of family housing accommodations for servicemen on 
active duty in the Military Establishment. Such military personnel 
are not now generally eligible for the benefits of the GI bill since that 
bill was intended to assist veterans and not military personnel on 


active duty. This new insurance program would enable servicemen 
to obtain FHA-insured housing for their families with a 5-percent 
downpayment. The maximum mortgage is $17,100. During the 


serviceman’s tour of duty the insurance premiums would be paid by 
the Military Establishment out of appropriated funds 


OPEN-END MORTGAGES 


The new FHA section 225 authorizes the FHA to insure advances 
under an open-end mortgage provided that the proceeds of the 
advances are for improvements or repairs which substantially protect 
or improve the basic livability or utility of the property. The 
amount of the insured advance cannot exceed the difference between 
the unpaid balance and the original amount of the mortgage unless 
the mortgagor certifies that the proceeds of the advance will be used 
to finance the construction of additional rooms or other enclosed 
space as a part of the dwelling unit. The basic authority and con- 
ditions under which advances under open-end mortgages can be 
made are controlled by State law. The purpose of the open-end 
mortgage is to provide homeowners with a method of using the 
equity in their homes to finance additions and repairs and improve- 
ments on a long-term basis at a favorable rate of interest and moderate 
monthly payments. A somewhat similar provision is provided with 
respect to the GI home-loan program. 


FHA APPRAISAL AVAILABLE TO HOME BUYERS 


To enable prospective home purchasers to know in advance the 
valuation which the FHA has placed on a property the new act 
requires the builder, or other seller, to make available to the prospec- 
tive purchaser prior to the execution of a sales contract the FHA 
valuation on such property. This provision applies both to the 
sale of new and existing housing of 1- and 2-family units. 


COST CERTIFICATION 


In order to prevent reoccurrence of abuses in the mortgage financing 
of multifamily rental projects such as recently was disclosed in the in- 
vestigation of the former FHA section 608 mortgage-insurance pro- 
gram, the new act provides a cost certification procedure designed to 
prevent mortgaging-out and windfalls. Under the old FHA section 608 
program it has been brought to light that many sponsors of such 
projects were able to recoup from the mortgage proceeds not only the 
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cost of construction of the project but an additional profit commonly 
referred to as a windfall 

The new act contains a cost-certification provision which requires 
the mortgagor, upon completion of the project, to certify either that 
the mortgage proceeds were equal to or exceeded the approved per- 
centage of cost of construction of the project and if in excess of such 
cost the excess amount is to be applied to the reduction of the prin- 
cipal of the mortgage. In computing cost for this purpose the actual 
cost of construction includes amounts paid for labor, materials, con- 
struction contracts, off-site public utilities, streets, organizational and 
legal expenses, plus a reasonable profit if the mortgagor is the builder, 
plus an amount equal to the Commissioner’s estimate of the fair- 
market value of the land prior to the construction of the improve- 
ments if the property is owned in fee or, if the property is held under 
a leasehold interest, the amount actually paid for the leasehold but 
not to exceed the Commissioner's estimate of its fair market value 
The “approved percentage” applied to such cost means the percent- 
age figure under the applicable FHA insurance section which the 
Commissioner is authorized to apply to his estimate of value or re- 
placement cost of the property or project in determining the maxi- 
mum insurable mortgage amount (i. e., 80 percent for sec. 207, 90 per- 
cent and 95 percent for sec. 213, 90 percent for see. 803) 

In those cases where the mortgage is to assist the financing of 
repair or rehabilitation, the cost. certification provisions are the 
same as for new construction with respect to items pertaining to cost of 
construction and builder’s profit. However, with respect to the value 
of the land, which can be included, the provisions are as follows 
(1) in case the mortgage proceeds are to be used to finance the acquisi- 
tion of the land and improvements the actual purchase price of the 
land and improvements are to be included (but not exceeding the fair 
market value), and (2) if the property to be repaired or rehabilitated 
is now owned by the mortgagor subject to an outstanding indebted- 
ness which is to be refinanced with part of the mortgage proceeds, 
the amount of such indebtedness may be included (but not exceeding 
the fair market value of the property). The amount of kickbacks, re- 
bates, or trade discounts received in connection with the construction 
of the project or the improvements must be excluded from the certi- 
fied cost. 

FHA DEBENTURE TERMS 


To induce careful lending under the FHA mortgage insurance 
programs the new act places a 20-year maturity on all FHA insurance 
fund debentures other than the special debentures which may be issued 
under section 221 (g) of the act. Lengthening the term of the deben- 
tures affords the FHA ample time to work out defaulted properties 


and, when debentures mature, places it ina better position to pay such 
debentures from the particular insurance fund involved rather than 
having to call upon the Treasury for such payment. A provision is 


also included providing a statutory method upon which the interest 
rate on debentures issued under insurance contracts hereafter entered 
into shall be calculated. The interest rate will conform to the long- 
term Government bond market rate. 
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WHERRY AND DEFENSE HOUSING 


The act continues until June 30. 1955, the so-ealled Wherry Act 
FHA title VIID) which provides a method of insuring the financing of 
rental accommodations on or adjacent to military and atomic energy 
installations. The defense-housing insuring authority (FHA. title 
LX Is continued to June 30, 1955, on a standby basis but with the 
requirement that housing constructed with the assistance of that title 
must be held for rent for a period of not less than 3 vears. 


DENIAL OF FHA BENEFITS AND FALSE. REPRESENTATIONS 


Under provisions of the new act the FHA Commissioner is granted 
authority to refuse the benefits of participation in the FHA msurance 
programs to persons or firms who (1 knowinely and willfully violate 
the National Housing Act and the loan guaranty title of the Service- 
men’s Readjustment Act of 1944 or the regulations issued under 
either of those acts, (2) has violated a Federal or State penal Statute 
in connection with any construction, et or ee to work 


financed with assistance under either the FHA or GI home loan 
acts, or (3) has failed materially to properly curry oul contractual 


obligations with respect to such weed Persons or firms facing 
prospective denial of such benefits would be afforded an opportunity 
for hearing and Lo be repre A i by counsel A ay spars Is also 


included making it a criminal offense to misuse “FHA” in advertising, 
or in firm, or business names. IF lee advertisement or representation 
that anv housing unit, project, business or product has been in any 
way endorsed, authorized, imspected, appraised or approved is 
specifically prohibited 


PROHIBITION AGAINST USE OF FHA INSURED HOUSING FOR TRANSIENT OR 


HOTEL PURPOSES 


It has never been the intention of the Congress that the FHA 
should insure mortgages on housing used for transient occupancy or 
hotel purposes. Notwithstanding this fact such use has been made of 
some FHA insured properties. The act contains provisions to prevent 
such use of FHA rental properties insured in the future and requires 
the FHA Commissioner to take available legal steps to terminate such 
use with respect to properties so used and heretofore insured and 
upon which the insurance still remains outstanding. In addition to 
appropriate Government enforcement authority, a hotel owner, or 
operator, or association, within a 50-mile radius of a place of vio- 
lation, at his own expense may apply for injunctive relief against 
viol: oe upon showing cause for issuance of the injunction. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


The bill contains provisions for tbe rechartering of the Federal 
National Mortgage Association. The rechartered FNMA has three 
principle functions: 

(1) To provide a true secondary market for FHA insured and 
VA guaranteed home mortgages; 

(2) To provide Government assistance through the purchase 
of certain types of insured and guaranteed mortgages such as the 
new FHA section 221 insured mortgage; 
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(3) To manage and liquidate in an orderly manner the mort- 
gages held in the portfolio of the former FNMA. 

Lenders selling insured and guaranteed mortgages to FNMA 
required to subseribe to stock in FNMA to the extent of 3 percent 
of the unpaid balance of the mortgages sold Over a period of time 
such stock subscription on the part of users will build up a capital 
fund in FNMA to an extent where eventually the Government invest- 
ment in FNMA mavy be retired. Initially the Government invest- 
ment in FNMA will approximate $70 million (the amount of the 
capital and surplus funds of the former FNMA Provision was 
made so that the new FNMA may refinance in the private market 
the Government borrowings of the former FNMA which were assumed 
by the new FNMA 

Management of the new FNMA is vested in a Board of Directors of 
five persons appointed by the Housing and Home Finance Adminis- 
trator who as one of the directors serves as chairman of the board 
Cumulative dividends are pro\ ided for the preferred stock owned by 
the Government and dividends may also be declared on the common 
stock owned by the private users of FNMA. So long as Government 
stock remains outstanding the dividend declared on the common stock 
may not exceed the dividend rate on the Government-owned preferred 





stock. After the Government preferred stock is retired a dividend of 
not in excess of 5 pereent per vear I nay be declared upon the eornon 
stock Upon retirement of the Government-owned preferred stock 


provision is made for the equitable distribution of the then existing 
surplus and accumulated earnings account. The Government and 
the private stockholders would be assigned surplus funds propor- 
tionatelv to the contributions to earnings which had been made by 
their respective Investments. Upon retirement of the Government- 
held preferred stock KNMA would cease to have recourse to borrow ing 
from the Federal Government. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Under the provisions of the act a new voluntary home mortgage 
credit ee will be established to encourage and facilitate the flow 
of funds for Government-insured mortgages into remote areas and 
small communities. The program will operate through a National 
Voluntary Mortgage Credit Extension Committee consisting of the 
Housing and Home Finance Administrator as Chairman and 14 other 
persons appointed by him representing private financing institutions, 
builders, and real-estate dealers. Provision is also made for regional 
subcommittees for the purpose of assisting and placing with private 
financing institutions insured or guaranteed mortgage loans. The 
regional subcommittees will study and review the demand and supply 
of mortgage funds in its region, analyze cases of unsatisfied demand 
for mortgage credit, report its findings to the National Committee, 
maintain liaison with offices of the Federal Housing Administration 
and Veterans’ Administration within its region, and request such 
offices to supply the subcommittee with information regarding cases 
of unsatisfied demand for home mortgage loans. Regional calstiints 
mittees are authorized to render assistance to any applicant for a 
Government-insured or guaranteed mortgage loan. In order to en- 
courage small or local private financing institutions to originate 
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insured or guaranteed mortgage loans, such subcommittees may also 
render similar assistance to such private financing institutions in 
locating other private financing institutions willing to repurchase 
such mortgage loans on a mutually satisfactory basis. 

It is hoped that through this program, areas and communities 
deficient in mortgage funds will be supplied such funds from private 
sources and that the housing financing needs of the country will be 
increasingly met by the use of private funds and without vast expendi- 
ture of public money 


BUILDER'S WARRANTY 


Section SOL of the act contains provisions for a warranty in con- 
nection with the construction of FHA or GI houses. It requires the 
builder or seller of a new single, 2-, 3-, or 4-familv residence, which 
has a mortgage insured or guaranteed by the FHA or the VA, to 
deliver to the purchaser or owner a warranty that the dwelling is 
constructed in substantial conformity with the plans and specifica- 
tions (including any amendments thereof, or changes and variations 
therein, approved in writing by the FHA or VA) on which the FHA 
or VA based its valuation. The warranty is effective for a period of 
1 vear from the date of convevance of title or initial occupancy of the 
dwelling whichever occurs first. The warranty provided for in this 
section is in addition to, and not in derogation of, all other rights 
and privileges which the purchaser or owner may have under any 
other law or instrument. The warranty will be required for dwellings 
insured or guaranteed by the FHA or the VA on and after October 1, 
1954 (unless the mortgage is insured or guaranteed pursuant to a 
commitment made prior to October 1, 1954 

Section SOL is not a self-executing provision which in itself governs 
the legal rights of the parties involved. Such rights are governed 
by the laws of the particular State. The FHA Commissioner and 
the VA Administrator must require the builder or seller to enter 
into such agreement or to take such other action as necessary under 
applicable State law to make the builder or seller obligated to the 
purchaser or owner in accordance with provisions of this section 801. 


SLUM CLEARANCE AND URBAN RENEWAL 


Under the new act amendments are made to title I of the Housing 
Act of 1949 broadening the concepts of slum clearance and urban 
redevelopment operations. Federal assistance may be provided for 
urban renewal purposes which cover not alone slum clearance and 
urban redevelopment but also the rehabilitation and conservation of 
blighted and deteriorating areas. The local governing body must 
approve the undertaking of surveys and plans and the submission by 
the local public agency of an application for advance of funds before 
any financial assistance contracts are executed. The local governing 
body must also approve a redevelopment plan in connection with a 
project before any moneys can be disbursed under a loan and grant 
contract. In slum clearance and urban renewal project operations 
the Federal Government and the local community share the net cost 
of preparing an area for reuse with two-thirds of the net cost being 
borne by the Federal Government and one-third by the local commun- 
ity. Under the provisions of the new act a local community may not 
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include In its contribution of a low al erant-in-aid revenue-producine 
public utilities, the capital cost of which is wholly financed with local 
bonds and obligations pavable solely out of revenues cle rived {rom serv- 
ice charges, and the local community cor ld also not include as a local 
grant-in-aid publie facilities financed by special assessments against 
land in the project area | nde eXIsting iaw slum clearance and urban 
redeve lopm ent projects receiving Federal crant assistance are tied in 
with housing. Jf a slum area is predominantly residential it may be 
cleared and reused for either housine o1 nonhousing purposes How- 
ever, if it is prin eas nonresidential m character to begin with the 
project must deve lop 1 ‘esidential uses to quahitv for grant assistance 
While t he new act does hot essentially ehar we these primary require- 
ments it does permit grant assistance for a ee a to be redeveloped 
for other than predominantly residential uses if the area contains a 


substantial nun ie of slums, or blighted, de teriorated, or deteriorating 
dwellings, the elimination of which would tend to promote public 
health, safety, and welfare in the locality. However, the aggregate 
of capital grants W ith respect to such projects shall not exceed 10 per- 
cent of the total amount of capital grants authorized by title I of the 
Housing Act of 1949 

PUBLIC HOUSING 


The new act would authorize the Public Housing Administration 
to enter into new contracts during the fiscal vear 1955 for loans and 
annual contributions for 35,000 public housing units. The additional 
public housing units authorized by the act are limited to communities 
in which there is being carried out a slum clearance and urban re- 
development project or a slum clearance and urban renewal project 
assisted under title I of the Housing Act of 1949 and the local governing 
body of the community must certify that the low-rent housing project 
is necessary to assist in meeting the relocation re quire ments of section 
105 (c) of title I of the Housing Act of 1949. (Sec. 105 (c) requires 
that in connection with slum clearance projects adequate housing 
accommodations are, or are being made, available for those families 
displaced from the slum area.) The new act further provides that the 
total number of units in any low-rent public housing project shall 
be limited to the number which the Housing and Home Finance 
Administrator determines to be necessary for the relocation of families 
to be displaced in the community as a result of Federal, State, or 
local governmental action. 

Payment in lieu of taxes.—The new act also amends existing law to 
require the local housing authorities to make mandatory on a local 
public housing authority any payments in lieu of taxes contained in 
its cooperation agreement with the locality. Generally this would 
require payments in lieu of taxes equal to 10 percent of the annual 
shelter rents. Provision is further made to require that the local 
contribution less the payment in lieu of taxes amount at least to 20 
percent of the Federal contributions. 

Self-liquidation of public housing.— Provision is made that upon the 
repayment of the cost of any low-rent housing project receipts there- 
after received will be allocated to the Federal Government and the 
locality in proportion to their contributions. In case the project is 
sold the net proceeds after payment of outstanding debts shall like- 
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wise be paid to the Federal Government and the locality in propor- 
tion to their contribution 
Sale of low-rent housing project—<A new provision is added setting 


forth the procedures to be followed in the case that any community 
by resolution, ordinance, or referendum has determined that a low- 
rent housing project should be sold Lo private ownership In such 
cases the Public Housing Authority would agree that the project 
could be sold upon payment and retirement of all outstanding obli- 
cations of the project The project would have to be sold to the 
highest bidder and any proceeds remaining in excess of the amount 
required to retire outstanding indebtedness would be paid to the 
Kederal Government in the locality in proportion to their contribu- 


tions to the project 


HOME LOAN BANK BOARD 


The new act makes several amendments affecting the Home Loan 
Bank Board, the Federal Savings and Loan Insurance Corporation 
and the members of the Home Loan Bank System and the Federal 
Savings and Loan Association as follows: 

|) Provision is made for the service of process on the Federal 
Savings and Loan Insurance Corporation by serving an agent of 
the Corporation and mailing a copy of such service to the Cor 
poration in Washington 
2) A 3-vear statute of limitation is provided with respect to 
Insurance clauns against the Federal Savings and Loan Corpora- 
tion, 

(3) With respect to the termination of insurance of insured 
members of the Federal Savings and Loan Insurance Corpora- 
tion, the new act would extend such termination authority to 
institutions continuing unsafe or unsound practices 1m its busi- 
In the case of nonfederally chartered members, the local 
supervising authority would be given an opportunity to attempt 
to secure a correction of the unsafe or unsound practices before 
further action is taken by the Home Loan Bank Board.  Pro- 
vision is made for notice to the institution involved, hearings 
before the Board, and court reviey In the event a member 
Institution’s insurance is terminated the insurance would con- 
tinue in effect for a period of 2 years. This provision is similar 
to the termination of insurance provision contained in the FDIC 
Act with respect to commercial banks. 

(4) The maximum home mortgage acceptable as collateral 
Security for an advance by a Federal home loan bank is increased 
from $20,000 to $35,000, and the maximum mortgage loan which 
the Federal savings and loan association can generally make is 
likewise increased from $20,000 to $35,000. 

(5) Under present provisions of law the appointment of a 
conservator or receiver is the only means the Home Loan Bank 
Board has to enforce the law and regulations under which 
Federal savings and loan associations operate. The new act 
provides a means by administrative and court proceedings 
whereby the Board can enforce compliance with laws and regu- 
lations in situations where the Board felt that the appointment 
of a conservator or receiver was not necessary or desirable. 


ness 
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Provision is made for notice, hearing, and court review in con- 
nection with such Board actions This provision also sets 
forth the procedure to be followed for the appointment of its 
conservator, receivers and supervisory re presentatives 

(6) The maximum amount of property repair or alteration 
improvement loan whi h a Federal] Say Ines and loan nssociation 
can generally make is increased from $1,500 to $2,500. 


URBAN PLANNING AND RESERVE OF PLANNED PUBLIC WORKS 


Under the urban planning provisions of the new act the Housing 
and Home Finance Administrator is authorized to make grants to 
State planning agencies for urban planning assistance to cities of less 
than 25,000 population or to make grants to State, metropolitan, or 
regional planning agencies for similar planning work in metropolitan 
and regional areas. Grants made to planning agencies may not ex- 
ceed 50 percent of the cost of surveys and land use studies and the 
total amount of such grants which would be made from appropriated 
funds ley not exceed S5 million To encourage Mm inicipal ties and 
other non-Federal public agencies In maintaining a continumege and 
adequate reserve of planned public works which can be quickly started 
should the general economie situation make such action desirable, the 
new bill authorizes an appropriation of not exceeding $10 million which 
the Housing and Home Finance Administrator could make available 
overa 3-vear period in the form of non-interest-bearing loans to appro- 
priate public agencies. 

FARM HOUSING 


The farm housing program established under title V of the Housing 
Act of 1949 is continued for an additional year until June 30, 1955. 
That title authorizes the secretary of Agriculture to make (1) long- 
term loans to farmers having adequate farms who are nevertheless 
unable to obtain private credit on reasonable terms; (2) similar loans, 
supplemented by modest contributions for 5 years, where the farmer 
is unable to undertake to repay the loan in full and the farm is not 
adequate but capable of being improved to the point where it is self- 
sustaining; and (3) modest loans and grants to help farm families on 
very poor farms to undertake minor improvements or minimum 
repairs to farm dwellings where necessary to remove hazards to the 
health or safety of the occupants. 


RECORDS 


Section 814 of the act provides that every contract between the 
Housing and Home Finance Agency (or any official or constituent 
thereof) and any person or local body (including a corporation or a 
public or private agency or body) for assistance under the United 
States Housing Act of 1937 or the Housing Act of 1949 must require 
that the person or local body keep such records as the Agency (or such 
official or constituent) shall from time to time preseribe, including 
records disclosing the amount and disposition of the proceeds of any 
loan, advance, grant, contribution, or supplement thereto, the capital 
cost of any construction project for which the assistance is made avail- 
able, and the amount of any private or other non-Federal funds used 








or grants-in-aid made for or in connection with anv such project. In 
addition, a mortgage covering new or rehabilitated multifamily hous- 
ing (as defined in sec. 227 of tl National Housing Act) could not 
be insured unless the mortgagor certifies that he will keep the records 
prescribed by the Commissioner. All such records shall be kept in 
such form as to permit a speedy and effective audit, and the Agency 
any official or constituen thereof) would have ceess to such 
records and the right to examine and audit them 
APPLICANTS FOR ASSISTANCE REQUIRED TO St f SPECIFICATIONS 


Section 815 of the act provides that every contract for a loan, erant, 
or contribution under the United States Housing Act of 1937 or title I 
of the Housing Act of 1949 must require the submission of specifications 
with respect to the construction of a project prior to the authorization 
for the award of the construction contract, and must also require the 
submission of data with respect to the acquisition of land prior to the 
authorization to acquire such land 


PUBLIC HOUSING AUDITS 


Section 816 of the act provides that every contract for loans or 
annual contributions under the United States Housing Act of 1937 
must provide that the Public Housing Commissioner and the Comp- 
troller General (or any of their duly authorized representatives) shall, 
for the purpose of audit and examination, have access to any books, 
documents, papers, and records of the public housing agency entering 
into the contract which are pertinent to its operations with respect to 
financial assistance under that act. 


REPORT TO CONGRESS OF INFORMATION ON HOUSING 


Section 817 of the act provides that the annual report of the Housing 
and Home Finance Administrator (provided for by sec. 802 of the 
Housing Act of 1954) shall contain pertinent information with respect 
to all projects for which any loan, contribution, or grant has been 
made by the Agency, including the amount of any loans, contributions, 
and grants contracted for. Such report would also contain pertinent 
information with respect to all builders’ cost certifications required 
by section 227 of the National Housing Act, including information 
as to the amounts paid by mortgagors toward the reduction of the 
principal obligations of mortgages under that section. 


PUBLIC AGENCY LOANS 


The act provides that the public agency loan program formerly 
conducted by the RFC be transferred to the Housing and Home 
Finance Administrator who is authorized to make public agency 
loans from a $50 million revolving fund to be set up from appro- 
priated funds. This program would terminate June 30, 1956. 
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MISCELLANEOUS PROVISIONS 


The act also contains a number of miscellaneous provisions covering 
disposition of specific housing projects and certain types of Govern- 
ment-owned temporary housing accommodations. Other provisions 
treat with the status of insurance proceeds on school buildings being 
transferred from the Government to communities, with the interest 
rate on college housing loans made by the -HHFA Administrator, 
and with the establishment of advisory committees by the HHFA 
and its constituent agencies. 


Transfer of Two War Housing Projects to the Uni % rsity of California 
(Public Law 560, H. Rept. No. 1671) 
H. R. 6773 

The bill authorized and directed the Housing and Home Finance 
Administrator to sell to the University of California at fair market 
value, as determined by the Administrator, the underlying land and 
existing improvements comprising war housing projects CAL 4041 
and 4042 known as Canyon Crest Homes located in Riverside County, 
Calif. 

H. R. 6773 was passed by the House as a separate bill. It was not 
acted upon separately by the Senate but its provisions were incor- 
porated in the Senate amendment to H. R. 7839, the Housing Act of 


1954, and appear in section 809 of Public Law 560, approved August 
2, 1954. 


Conveyance of Housing Units to St. Louis County, Mo. 
(Public Law 560, H. Rept. No. 1940) 
H. R. 8783 

This bill provided for the conveyance of a 156-unit temporary 
Lanham housing project to the Housing Authority of St. Louis County, 
Mo. The provisions of H. R. 8783 were likewise incorporated in sec- 
tion 809 of Public Law 560, the Housing Act of 1954 

Interim Housing Amendments 
(Public Law 438) 


Senate Joint Resolution 167 


It was necessary because of inability to secure passage of the Housing 
Act of 1954 prior to June 30, 1954, to provide by Senate Joint Resolu- 
tion 167 for a 1-month extension of certain laws relating to housing 
due to expire on that date. This maintained the status quo until the 
committee of conference had an opportunity to consider the Housing 
Act of 1954. The joint resolution was approved June 29, 1954. 
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BANKING, CREDIT, AND FINANCE 
Eerport-In port Ban kk Act Amendments of 1954 
Public Law 570, H. Rept. No. 2270 
S 8589 


This act which supersedes Reorganization Plan No. 5 of 1953 


reaflirms the status of the Export-In port Bank of Washington “as an 


independent agency of the United States, provides for its management 
bv a board of ive director the Chairman and Vice ¢ hairn an to also 
TVe as presid nt and first vice pr sident of the bank appointed Ib 
the President and confirmed by the Senate, increases its lending 
authority from $4.5 billion to $5 billion—an additional $500 million, 


and reestablishes the president of the bank as a member of the National 
Advisory Council on International Monetary and Financial Problems 
In addition the act provides for the establishment of a nine member 
advisory committee, appointed by the Board on the recommendations 
of the president of the bank, to be broadly representative of pre due- 
tion, commerce, finance, agriculture and labor to advise with the 
bank on its program 

The Export-Import Bank, as of December 30, 1953, had authorized 
total credits of $6.5 billion, of which $4.5 billion had actually been 
disbursed, and $1.7 billion had been repaid. The bank pays interest 
to the Treasury on funds borrowed by it and also pays an annual 
dividend to the Treasury on Treasury-owned capital stock. Total 
interest payments have amounted to $102.7 million, and dividend 
pavments of $83.4 million have been made to the Treasury. After 
pavments of interest, dividends, operating expenses, and losses 
$496,068 or less than one-tenth of 1 percent of gross income) the bank 


had on December 31, 1953, a reserve of $324.1 million 
Circulation of Federal Reserve Notes 
(Public Law 514, H. Rept. No. 1702) 
H. R. 9148 


This act, approved July 19, 1954, repeals certain provisions of 
section 16 of the Federal Reserve Act which prohibited a Federal 
Reserve bank from paying out notes of another Federal Reserve bank 
The provisions of the law which are repealed were thought to be im- 
portant in the early days of the Federal Reserve System but in prac- 
tice have not proved to be so. Experience over the years has defi- 
nitely established that the requirement for the return of certain Federal 
Reserve notes to the Federal Reserve banks of issue has no im- 
portant economic effect on the amount of Federal Reserve notes in 
circulation. The notes that were returned to the Federal Reserve 
banks of issue, in accordance with the previous requirement, were 
again placed in circulation as demand for currency appeared. Out- 
standing currency which was not needed by the economy was returned 
to the Reserve banks for credit to the Reserve accounts of the member 
banks. Experience has shown the amount of currency in circulation 
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rises and falls in accordance with changes in the demand for currence, 
on the part oj the publi and is no wav affeeted bv the eturn of fit 
notes to the bank of Sssue \eeordingls no useful | irpose was being 
served by retaining the restriction upon a Federal Reserve bank pay 
ing out currency issued by other Federal Reserve banks. The formet 
restriction required each Fecaeral Reserve bank to go to needless ex- 
pense in sorting and crisseress shipping of Federal Reserve notes. It 
Is estimated that the removal of the restriction as provided in this law 
will sav approximately $750,000 annually 

Direct Pure hase of Government Securities by Fy ad Re erve Ba 


Public Law 450, H Rept No. 1701 


This act, approved June 29, 1954, amends section 14 (b) of the 
Federal Reserve Act, as amended, to continue until June 30, 1956, 
the authority of the 12 Federal Reserve banks to buy directly from 
the Treasury obligations of the United States, or obligations guaran- 
teed by the United States, up to an aggregate holding at any one 
time of not over $5 billion. 

The Federal Reserve banks have had this direet-purchase authority 
without any dollar limitation from 1913 to 1935 when the National 
Banking Act of 1935 limited purchases and sales of Government 
obligations to open-market transactions. The present limited direct- 
purchase authority was granted in 1942 and has been continued by 
temporary renewals ever since that time. As stated previously this 
act continues the authority for another 2-vear period to June 30, 1956, 


1956 


Bank Pre m iSes 
(Public Law 460, H. Rept. No. 1865 
H. R. 9142, S. 3481 


This act, approved June 30, 1954, removes an inconsistency which 
had existed between sections 23A and 24A of the Federal Reserve Act 
with respect to ownership of bank premises by member banks and 
their affiliates which affiliates are solely engaged in holding bank 
premises. Section 24A of the Federal Reserve Act permits member 
banks to invest amounts up to 100 percent of their capital in the stock 
of a corporation which owns the bank premises. Section 23A pro- 
hibits (with certain exceptions) a member bank from investing more 
than 10 percent of its capital stock and surplus in the stock of any 
affiliate of the bank. This act amended section 23A so as to make its 
limitations inapplicable to corporations engaged solely in holding 
bank premises. Section 24A was amended so that the amount of any 
indebtedness incurred by an affiliate holding a bank premise would be 
subject to the limitations of section 24A. Member banks now, 
therefore, may invest up to 100 percent of their capital directly in 
bank premises or may invest the same amount in the stock of a cor- 
poration engaged solely in holding the bank premises 
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Minor Coin Re volving Fund 
(Public Law 455, H. Rept. No. 1873) 
S. 2845 


Section 3528 of the Revised Statutes established a revolving fund 
for the purchase of metal needed for the manufacture of 1-cent and 
5-cent coins. The minor coinage metal fund was established in 1873 
with a limitation on amount of $600,000. This amount was increased 
to $1 million in 1941 and this act, approved June 30, 1954, further 
increases the amount to $2 million. Because of increases in the cost 
of coinage metals and because of increased demand, the mints had 
found it difficult to operate within the $1 million limitation on the 
revolving fund. The fund is not an appropriation and this act in- 
volves no increase in Government expenditures. 


Bank Participations and Small Business Loans 
(Public Law 520, H. Rept. No. 1939) 
H. R. 9144-S. 3480 


The Small Business Act of 1953 authorizes member banks to 
participate in loans made by the Small Business Administration. 
Section 24 of the Federal Reserve Act imposes certain restrictions 
and limitations on loans secured by real estate which may be made 
by national banks. However, these limitations and restrictions are 
not applicable with respect to loans in which the former Reconstruc- 
tion Finance Corporation and the Housing and Home Finance 
Administrator cooperates or purchases a participation. This act, 
approved July 22, 1954, places real estate loans in which the Small 
Business Administration cooperates or purchases a participation in 
the same status as similar loans ie. by the Saisie Reconstruction 
Finance Corporation and the Housing and Home Finance Adminis- 
trator through making appropriate amendment to section 24 of the 
Federal Reserve Act. As of the first of August the Small Business 
Administration had approved 582 business loans for $33,375,962 with 
390 banks participating in an amount totaling $23,534,102. 


AMENDMENTS TO THE FEDERAL CREDIT UNION ACT 
Refund of Interest to Borrowers 
(Public Law 454, H. Rept. No. 1864) 
S. 1665 


Section 1 of this act, approved June 30, 1954, amends section 11 (c) 
of the Federal Credit Union Act by providing that the directors of a 
Federal credit union may make an interest refund to borrowers if 
earnings of the credit union for the year are sufficient to justify such 
a refund. This authorization is permissive merely and the determi- 
nation of whether or not a refund is to be made is left to the discretion 
of the board of directors, subject to reserve requirements of the 
Federal Credit Union Act and regulations to be issued by the Director 
of the Bureau of Federal Credit. Unions. 


SUMMARY OF LEGISLATION 27 

Section 12 of the Federal Credit Union Act provides that all entrance 
fees and fines provided by the bylaws and 20 percent of the net 
earnings of each year shall be set aside as a reserve before the declara- 
tion of any dividend. This section further provides that when the 
reserve reaches 10 percent of the total amount of members’ share- 
holdings, no further transfer of net earnings to the reserve shall be 
required. 

A refund by a credit union of interest to borrowers could not be 
made except after reserve requirements have been met and there 
should be no refund until after the regular dividend is paid to all 
members. When these conditions have been met and net earnings are 
sufficient, then the bill would authorize a refund to the borrowers 
whose payment of interest made possible the earnings. 

Section 2 of this act amends section 16 of the Federal Credit Union 
Act by adding a new subsection empowering any officer of the ee au 
of Federal Credit Unions, when designated for the purpose by the 
Director of the Bureau of Federal Credit Unions, to administer oaths 
and affirmations, and to take affidavits and depositions touching on 
any matter within the jurisdiction of the Bureau of Federal Credit 
Unions. 

This grant of authority will facilitate the work of field examiners of 
the Bureau of Federal Credit Unions, in connection with investiga- 
tions of defalcation, violations of Federal laws by Federal credit-union 
officials or employees, and execution of organization certificates for 
new Federal credit unions. 


Surety Bonps 
(Public Law 656, H. Rept. No. 1867) 
H. R. 9236 


The purpose of this act, approved August 24, 1954, is to provide 
express statutory authority for the Director of the Bureau of Federal 
Credit Unions to regulate the minimum amount and character of 
surety bonds for officers and employees of Federal credit unions 
occupying a position requiring the receipt, payment, or custody of 
money or other personal property owned by a Federal credit union 
or in its custody or control as collateral or otherwise. Existing law 
provides that the board of directors of each Federal credit union shall 
specify the amount and character of the surety required of the treas- 
urer and other employees having custody of or handling funds. The 
directors of a Federal credit union, under the provisions of the bill, 
could continue to determine the amount of surety bond coverage taken 
provided it was not less than the minimum prescribed by the Director 
of the Bureau of Federal Credit Unions. While there have not been 
too many losses in Federal credit unions, studies indicate that the 
largest portion of them could be attributed to embezzlement or ab- 
sconding where there was inadequate bond coverage. 

The act in amending section 16 of the Federa) Credit Union Act, 
as amended, spells out in some detail the authority and the power 
which the Director of the Bureau of Federal Credit Unions would 
exercise with respect to surety-bond coverage. These powers re ‘late 
to the form and type of surety-bond coverage, to the amount in relation 
to money, personal property, or assets and to the use of blanket and 
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excess coverage bonds. The act requires that the surety bonds re- 
quired be in a corporate surety company holding a certificate of 
authority from the Secretary of the Treasury as an acceptable surety 
on Kederal bonds 

COMMODITIES 


( ommodity (Credit Corporation 
Public Law 312, H. Rept. No. 1258 
Publie Law 754, H. Rept. No. 2269 
H. R. 7339 and H. R. 9756 


These acts increased the borrowing authority of the Commodity 
Credit Corporation an additional $3,250 million to $10 billion. —Publie 
Law 312, approved March 20, 1954, provided for an increase from 
$6,750 million to $8,500 million, and Public Law 754, approved August 
31, 1954, increased the borrowing authority to $10 billion 

The Commodity Credit Corporation was created for the purpose of 
stabilizing, supporting, and protecting farm income and prices, assist- 
ing in the maintenance of balanced and ad quate s ipplies of agricul- 
tural commodities, products thereof, foods, feeds, and fibers, and of 
facilitating the orderly distribution of agricultural commodities, and 
is the mechanism through which the agricultural price support opera- 
tions are carried out Throughout the Corporation’s operations the 
farmers of America are assured of a stable income for their crops, the 
consumers Of America are assured of an adequate supply of foodstuffs, 
and the economy of the Nation is cushioned against the perils inherent 
in agricultural production. 


Transfer of Hay and Pasture Seeds 


Public Law 524, H. Rept. No. 1871) 
S. 2987 


This act, approved July 26, 1954, authorizes and directs the Com- 
modity Credit Corporation to transfer up to 900,000 pounds of hay 
and pasture seeds to 3 land administering agencies of the Federal 
Government. Such seed transfers would be made free on board 
transportation conveyance at point of storage to the receiving agencies 
Appropriations in the amount of $145,000 to the receiving agencies 
are authorized to be applied on costs of transporting and planting of 
the seeds. An appropriation would also be authorized to reimburse 
the Commodity Credit Corporation for its investment (costs approxi- 
mate $335,600) in the seeds transferred pursuant to this act. 
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Teras City Tin Smelter 
(H. Rept. No. 1915) 
Senate Concurrent Resolution 79 


This concurrent resolution, adopted July 14, 1954, expresses the 
sense of the Congress, (1) that the Government-owned tin smelter at 
Texas City, Tex., should be continued in operation until June 30, 1955, 
and that the production of tin by the smelter during the fiseal year 
1955 may be transferred to the national stockpile; (2) that the 
President should under authority contained in existing legislation 
transfer from the Reconstruction Finance Corporation to another 
Government agency of his choice the functions, powers, duties, and 
authority with respect to the operation of the Texas City tin smelter 
in view of the imminent dissclution of the Reconstruction Finance 
Corporation; (3) that an appropriate committee or committees of the 
Congress be designated pursuant to subsequent resolutions to conduet 
a study and investigation, as authorized by Public Law 125, 80th 
Congress, of the advisability of the maintenance on a permanent basis 
of a domestic tin industry and the availability of supplies of tin 
adequate to meet industrial, military, and naval requirements in time 
of national emergency and such study be concluded and report filed 
in each House of the Congress not later than March 15, 1955; and (4) 
the Congress, after consideration of the reports referred to above, 
should, not later than April 30, 1955, adopt appropriate legislation 
with respect to the tin program of the United States. 

House Concurrent Resolution 259 establishing a Joint Committee 
on Tin was subsequently introduced and passed the House for the 
purpose of conducting a tin study and investigation. However, the 
Senate did not act on House Concurrent Resolution 259 prior to 
adjournment. 

MISCELLANEOUS 


Irving Be rlin Medal 
(Public Law 536, H. Rept. No. 1999) 
H. R. 8735, S. 3291 
This act, approved July 16, 1954, authorizes the President to present 
to Irving Berlin a gold medal in recognition of his services in composing 
many patriotic songs. Outstanding among Mr. Berlin’s compositions 


is the song, God Bless America, which gained great popularity 


during World War IT. 





